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Overview of the Commission

The 85th Texas Legislature, First Called Session, through House Bill (HB) 21, established a

Commission to develop and makerecomme ndat i ons f or | mpr ocuremhents t o
public school finance system. The Commission was charged with developing recommendations

to address several issues including:

1. The purpose of the public school finance system and the relationship between state and
local funding in that system;

2. The appropriate levels of local maintenance and operations and interest and sinking
fund tax effort necessary to implement a public school finance system that complies with
the requirements under the Texas Constitution; and

3. Policy changes to the public school finance system necessary to adjust for student
demographics and the geographic diversity in the state.

The 13-member Commission was appointed by Governor Greg Abbott, Lt. Governor Dan
Patrick, House of Representatives Speaker Joe Straus, and chair of the State Board of
Education Donna Bahorich. It was chaired by former Texas Supreme Court Justice Scott
Brister. Six Commission members were appointed from the Texas Legislature, all of whom
serve on the education committees in their respective chambers (including both committee
chairs) and include both Republican and Democratic members. The Commission also included
an elected representative from the State Board of Education, a current district superintendent, a
school district chief financial officer, a classroom teacher, and community leaders.

Members created three working groups: one focused on determining current student outcomes
and recommendations to improve them, chaired by Todd Williams; a second focused on
examining and recommending changes in current school finance system expenditures, chaired
by Representative Dan Huberty; and a third focused on current revenue streams which fund
public education today and recommendations for options to improve them given our desired
outcomes, chaired by Senator Paul Bettencourt.

Members first convened in January 2018 and continued meeting monthly throughout the year.
At its essence, the 2018 Commission served as a year-long interim study on public school
finance, current educational outcomes, and best practices occurring around the state. All
totaled, Commission members heard over 80 hours of testimony from more than 155
individuals, including representatives from 19 school districts, six institutions of higher
education. and more than 100 advocates, policy experts, and stakeholders.

This final report is the result of numerous hours of study, deliberation, and discussion among

Commi ssion members. 1t is the Commissionds humbl e
recommendations be used as the foundation of legislation in 2019 and beyond that could

materially change the way Texas commits to resourcing the education of our students and

equipping them for life and career success. In pursuing such legislation, the Commission

believes that a comprehensive redesign of the school finance system may be necessary to

implement the principles and to achieve the goals outlined herein.

The Commission has taken the guidance of the Texas Supreme Court to heart: Texas students

fi dserve transformational, top-to-bottom reforms that amount to more than Band-Aid on top of

Band-Ai d. 0 This report seeks to st duliytalignet educdtipral ogue ¢
and property tax system that will meet the needs of Texas students to ensure thatour st at ed s

future remains bright for all Texans.
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Executive summary

HB 21 (85th Texas Legislature, First Called Session) created the bipartisan Texas
Commission on Public School Finance (the iCommissiond which met for twelve months
during calendar year 2018. It heard over 80 hours of testimony from over 155 different
stakeholders, including the Texas Education Agency (iTEAJ, the Texas Higher Education
Coordinating Board (\THECBOQ, classroom educators, school district and campus leaders,
parents, researchers, policy groups, government entities, non-profits, foundations, and business
interests?.

After thoughtful deliberation, the Commission is pleased to submit the following report to the
86th Texas Legislature for its consideration as required by statute. This report includes both the
Co mmi sssfindings@s well as 35 separate recommendations to significantly improve the
state of T e xaace systemsaodhnoore impdrtantly, its resulting educational
outcomes for our 5.4 million students.

These recommendations were made in the beliefthat Te x as 6s school finance sy:¢
has not systemically focused its attention on outcomes, a critical component of ensuring that the
statebdbs workforce can sust ai mdqualityoflifeOnly 2 parcenand f ut
of Texas eighth-graders currently achieve a post-secondary credential six years following their

scheduled high school graduation,? and post-secondary completion rates for our low-income

Texas students now only equal 12 percent, an especially troubling outcome given that this

student population now represents a significant six out of every ten public school students in

Texas. We believe strongly that the need for equitable reform of our school finance system is

both importantand urgenti f we want Texasb6s ctogomtieuadndferalboh o mi ¢ g
our students to equally participate in its prosperity.

Summary of major recommendations

The Commission has made a series of recommendations to fundamentally restructure the
Texas school finance system. The recommendations are both extensive and build upon one
another. When taken in their totality, we believe that they will:

1 Create a long-term systemic balance between the state and local share of district
foundation funding for public education.

1 Restructure the Texas school finance system by reallocating outdated or otherwise
inefficient allotments, weights, and programs.

1 Substantially increase the level of equity in the system with significantly greater
investment in low-income and other historically underperforming student groups to
markedly grow their educational outcomes by the year 2030.

1 Significantly reduce the growth rate of property taxes and reliance on recapture as a
method of finance for the state, while simultaneously substantially reducing the growth in
recapture.

1 Encourage widespread adoption of data-informed best practices that deliver improved
results for students.

1 Archive of presentations and testimony to the Commission can be found online at
tea.texas.gov/schoolfinancecommission/.

2 THECB Eighth-Grade Cohort Study, 2016 report.
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1 Immediately infuse, net of property tax relief and new funding needed for student growth,
significant additional state resources to fund the data-informed strategies that will
improve student outcomes.

9 Formulaically increase per pupil funding in the future (relative to current law) as
outcomes-based funding grows from the successful investments in early learning,
teacher effectiveness, and high school supports made possible by the implementation of
these recommendations.

The school finance reforms recommended in this document reflect a comprehensive effort to
redesign the ent i r esystemddreflecithre needs afthe &lst cehturyn di n g
These recommendations should be viewed as a package that relies on components to (1)

ensure that every child in Texas has an equal opportunity to participate in the prosperity of

Texas through access to an equitably funded, quality education; (2) ensure that tax dollars are
spent most efficiently; and (3) solve the underlying structural flaws of our current finance and
revenue systems.

The Commi ssionébds major recommendat iegionsofthidet ai | ed
report, are as follows:

1. Establish a statewide goal of 60 percent or higher proficiency for critical preKi 12
outcomes by the year 2030, consistentwi t h Texasods higher educati
60x30TX, and align public school board goals and interim progress measures with
these outcomes. Student outcomes in our public preKi 12 school system should align
with our current post-secondary achievement goals based on a desire for all Texas
students to participate equally in the prosperity of our economy while concurrently
reducing the burden of social safety net and incarceration costs attributable to our
educational and societal failures. Ensuring that all Texas students have the opportunity
to graduate from high school ready for college, a future career, or military serviced and
that they are supported in making that transitiond should be the guiding principle around
which a new school finance system is designed. (See Section A: Establishing a
Statewide Goal for T e x aRrdKi 12 Education System.)

2. Reallocate $3.5 billion in existing revenues toward more impactful spending and
greater system-wide equity, grow the basic allotment, and inject significant
additional and reliable state revenue, beyond that needed for enroliment growth,
to fund new strategic allotments and weights outlined below to further improve
adequacy and equity in funding. The Commission recommends that $3.5 billion in
select current annual allotments and outdated hold harmless provisions, detailed later in
this report, be eliminated to free up monies to fund recommended strategies contained in
this report, including, most importantly, an increase in compensatory education funding
benefitting our low-income students. In addition, we believe that the downward slide in
t he stateds ardiagskoulsdlde steppel, ara that Bubstantial new state
funding will likely be required for many of the proposed new allotments outlined below,
including but not limited to, those for early literacy outcomes, effective educators, an
extended school year, and increased Tier Il yields. These critical investments are likely
to have the most impact on Texas schools and students; given that they will be very
likely unmet by the reallocation of the $3.5 billion of funding discussed above, students
and districts deserve and justify a commitment of additional, diversified, reliable funding
beginning with the 20207 2021 biennium. (See Section F: Proposed Reallocation of
Existing Revenues.)
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3. Use current-year district property values in the Foundation School Program (FSP)
formulas as opposed to prior-year values and establish a fast-growth allotment.
Making this property value change will create a one-time $1.8 billion cost savings for the
state and will eliminate what is known as the formula lag, which can cause a
misalignment of state and local revenues if/when local district property value growth
slows/falls in the future. To mitigate the impact of this change on and provide for the
additional costs of districts experiencing fast enroliment growth, the Commission
recommends establishing a fast-growth allotment for the top-quartile-growth districts,
allocated on a per student basis, at a cost of approximately $280 million. (See Section F:
Proposed Reallocation of Existing Revenues.)

4. Unless otherwise noted, all funding recommendations in this report should be
formula funded and significantly directed toward student populations with the
greatest needs. All dollars should be formula funded to ensure transparency so that
school leaders and boards have sufficient confidence that the funding will exist in
subsequent years. Any recommendations for reallocations of existing funding or new
investments should be prioritized toward low-income and English language learner
students given that they are achieving only one-third to one-half of our recommended
60-percent statewide proficiency goal. (See Overview of Current PreKi 12 Educational
Outcomes in Texas.)

5. Focus additional state resources on early education to substantially increase
third-grade reading levels. The Commission recommends that every low-income or
English language learner (ELL) student in kindergarten through third grade receive an
additional 0.1 weight (students who are both low-income and ELL would therefore
receive a combined weight of 0.2 weight) to provide campuses statewide with an
estimated $780 million of collective additional funding to improve critical early
literacy levels. Public schools would be free to invest the dollars (specifically across
preK through third grade) at their discretion across a variety of strategies outlined in
Section B, including, but not limited to, providing optional full-day preK. In return for this
funding, all districts offering optional preK (87 percent of districts currently do so) will be
required to offer it in a quality manner for any enrolled student, defined as (1) a full-day
offering for four-year-old prei K; and (2) a classroom adhering to quality standards
governing desired student-teacher ratios, etc. Should public schools currently have an
insufficient number of seats, either directly or in partnership with private providers, such
that the requirement to offer full-day preK would result in fewer students being served,
TEA waivers may be obtained by public schools until additional preK seats can be
constructed or located. (See Section B: Proposed Third-Grade Reading Allotment.)

6. T e x a school finance system should shift a portion of its focus toward
outcomes-based funding targeting two critical preKil 2 A g adflecing current
high | evels of &dhe&dmnissionoredommeehds praviding $800 million
of outcomes-based funding (allocated and paid beginning in the 20191 2020 school year
based on current proficiency levels) to public schools to provide key resources and help
ensure ongoing, strategic focus by school leaders on substantially increasing outcomes
in two critical areas: (1) early literacy, where over 225,000 Texas third-grade children
fail to meet the state standard in reading (estimated targeted funding of $400 million);
and (2) post-secondary access of career, military, or higher education without the
need for remediation, where over 200,000 high school graduates annually fail to
achieve a post-secondary education within six years of graduation (estimated targeted
funding of $400 million).
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As detailed later in this report, all outcomes-based funding would be equitably
distributed to provide campuses with much higher per-student funding for their low-
income students facing greater needs such that campuses with high concentrations of
low-income students would receive total funding that is ~28 percent higher than
campuses with no low-income students. Equally important, as these initial resources are
wisely invested in key strategies to improve outcomes, campuses will be able to see
their outcomes-based funding increase meaningfully as part of formula funding separate
and apart from any increases in the basic allotment. (See Section C: Proposed Key
Outcomes Funding.)

7. Creation of an effective educator allotment for districts wishing to differentiate
compensation to pay their strongest educators higher salaries sooner in their
careers. The Commission is recommending creating an optional, effective educator
allotment in formula funding for participating districts. Funding of this allotment would
commence in the 20207 2021 biennium at $100 million (growing an additional $100
million each subsequent year, reaching $1.0 billion in the 20281 2029 school year) to
provide discretionary funding to districts wishing to implement locally developed multiple-
measure evaluation and compensation systems to enhance the retention and strategic
staffing of their more effective educators across their districts. We would encourage
educators to be a critical part in the development of each local evaluation system, and
we would encourage the Texas Legislature to define what an acceptable evaluation
system application to TEA would contain, including the variety of components and
multiple types of assessments that could be used to determine educator proficiency,
after receiving input from school leaders and classroom educators (a starting guideline
can be found in Section D-2).

The state should set a goal to ensure that its top teachers have a realistic path to a

$100,000 annual salary. In addition to helping attract and keep their effective educators

in the classroom, public schools implementing these systems would be able to identify

their more effective educators and then provide incentives for them to teach at their most

challenged campuses, increasing the equitable distribution of effective educators. This

evaluation system will also enable districts to target professional development to

i ndividual teacher s6 ne endedsedfeeddackgateachéerde cr i ti c a
preparation programs to help them continuously improve their own training. (See

Sections D-1 and D-2: Proposed Educator Effectiveness Allotment.)

8. Create optional program for districts to offer up to an additional 30 instructional
days by providing half-day funding (up to $50 million in year one) for each
instructional day beyo tedentddfschaol yedr foi high-6 s desi gn
needs students in preK through fifth grade. Analysis indicates that more time on task
for our younger, struggling learners, very often from low-income backgrounds, will
notably increase the percentage of students who achievet he st at ebs Meets Gr
standard in sixth grade by up to 12 to 14 percent while increasing annual pay for
participating teachers by up to $6,000 annually given the extra 30 days of teaching
required. Should this initial program prove effective, we would encourage the funding of
its scaling in subsequent years given the critical importance of ensuring a solid early
foundation and eliminatingthei mpact of A s u mme fincomé popukationsf or owur
(See Section E: Proposed Other New Allotments and Programs to Improve Early
Literacy.)

9. Creation of additional allotments/programs targeting early learning. The
Commission recommends incentivizing the use of dual language (vs. bilingual)
strategies (these funds would be delivered through a funding weight of 0.15) above the
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10.

11.

12.

13.

current bilingual weight of 0.10, and supporting greater dyslexia identification and
student supports. It is estimated that these recommendations would involve the
estimated additional expenditure of up to $150 million annually. (See Section E:
Proposed Other New Allotments and Programs to Improve Early Learning.)

Change existing allotments and formula weights, the large majority of which are
recommended to be equitably adjusted, including increased compensatory education
funding to invest annually an estimated $1.1 billion dollars additionally in supporting
students with the largest needs. (See Section G: Proposed Changes in Existing
Allotments/Formula Weights.)

Increase the current yields on Tier Il tax rates to equal $43.50 per penny and tie
future increases to a fixed percentage of the basic allotment while initially
compressing the rate to provide future taxing flexibility. Many school districts have
provided local enrichment through tax ratification elections and have reached the
statutory maximum $0.17 Tier |l tax rate. Increasing the initial yield of the last eleven
pennies (fAcopper pennieso) t dathtd Foincpf@wapmdeor
the percentage of the basic allotment established in fiscal year 2020 should allow for
some inflationary protectiononadist r i ct 6s Tier |1l yields. [
Tier Il rates will provide taxpayers with immediate tax relief while providing districts with
future capacity to seek approved increases in funding via a school board vote or a tax
ratification election. Compressing the tax rates as values rise is essential to ensuring

that districts maintain meaningful discretion over their enrichment tier tax rates. (See
Section I: Proposed Changes in Tier 1l Yields.)

Substantially reduce the growth in recapture. The Commission recommends that
recapture growth should be substantially reduced by a variety of methods. In addition to
any increases in the basic allotment, the legislature should also consider other strategies
as outlined in Section J, including potentially compressing Tier | tax rates. In considering
the compressing of local Tier | tax rates annually, local district entitlement must be
unaffected and compression can only affect the local share of required funding, with the
state providing the remaining resources needed from overall general revenue (See
Section J: Proposed Strategies to Slow Property Tax and Recapture Growth.)

An important note regarding special education. All students in the State of Texas
deserve to have their educational needs met. As the Commission examined the special
education weight, it became clear that the Texas special education system is undergoing
significant reform. Given this rapid change, the Commission deemed it prudent to wait to
implement special education formula changes until the Corrective Action Plan, having
been approved by the Department of Education, can be fully implemented. Focusing on
improving student outcomes for all students is the aim of this Commission and
conversations about outcomes for students with severe disabilities should be ongoing
and prioritized.
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Conclusion

A

Currently, TexasOs Aagntisslcevdrl I506 peardd exrgtwitheefp rteltse s t
total kindergarten through twelfth-grade funding from local, state, and federal sources totaling

roughly $60 billion during the 20187 2019 academic year.* Upon extensive review of data and

informed testimony from multiple experts, we have concluded that those funds are currently

being allocated in part by funding formulas and allotments that are not only complex, but are

also outdated, inefficient, and unaligmed with th
kindergarten through twelfth-grade population. As a result, too few of our own students are

participating in the prosperity of Texas, and our future workforce and economic health

are at real risk if substantive changes are not enacted in the near term.

Based on testimony from numerous witnesses, the Commission unanimously believes that:

1 The purpose of any school finance system should be realigned to adequately resource
specific outcomes and goals while providing incentives for desired actions and outcomes
at specific points, backed by research,y. that a
1 Simply investing more dollars per student representssome r i sk of fimore of t
without a high degree of confidence regarding an appropriate return on our significant
annual investment in preKi 12 education.
1 However, investing meaningful additional funds in specific, data-driven strategies that
are currently showing strong results within our state represents the potential to
significantly accelerate Texas educational outcomes and provide a real, substantive
chance to r e ®&@xBTXgoal. st at ebds

In summary, to help ensure the future of Texas, Commission members believe in the following
core principles:

1. Every child should be able to read sufficiently by third grade.

2. Every student should be taught by a well-prepared, effective and appropriately
compensated educator.

3. Every student should graduate our preKi 12 system without needing remediation and
should be supported in accessing a post-secondary education, a career certification, or
enlistment in the military that will enable them to obtain a living-wage career beyond high
school.

4. Every student with greater needs should receive additional, equitable resources to allow
all students, regardless of background, the chance to achieve and live a productive life.
These include higher needs attributable to low income, language fluency, special
education needs, or mental health.

The Commission drafted these recommendations with the 5.4 million Texas public school
students in mind (versus the interests of any one particular school district or any one region of
the state), and this group of recommendations should be considered in their entirety rather than
as a set of pieces to be divided. Given our charge, these recommendations seek to increase the
efficiency, efficacy, and equity of the current system while removing outdated allotments and
reduci ng t he siy Ptopsed rew alamepts, eeights, and incentives will
address the evolving needs of a state reflecting an increasingly higher proportion of low-income

3 Legislative Budget Board, Fiscal Size Up 20181 2019.
4 TEA presentation to Texas Commission on Public School Finance, May 3, 2018.

Texas Commission on Public School Finance 16



Texas Commission on Public School Finance
Final Report

and ELL students, all aligned to better prepare our students for what lies immediately beyond
public school, whether it be a post-secondary education, a living wage career, or the military. In
considering the reforms recommended by this report, we encourage the legislature to
take a fresh look at every aspect of our school finance system and not be bound to the
compromises of the past when the needs of the future are so very clear.

Given the increasing levels of both economically disadvantaged and English language learners
wi t hi n Teidapuicsschpol system, andourec onomy 6s conticalued technc
displacement of historical living wage jobs, it is critical that our state begin now to make the
additional needed investments that strategically address key areas of weakness within
our public educational/workforce pipeline. While we acknowledge the known and competing
sizable budgetary challenges currently faced by the legislature, including growing costs
associated with Hurricane Harvey, Medicaid, pension costs, etc., the successful implementation
of these recommendations will help ensure that all Texas students (93 percent of which attend a
public school) have a realistic chance at a quality educational outcome, culminating in a post-
secondary credential that prepares them for success in a rapidly evolving 21st century
economy.

Ultimately, what becomes of our students will dictate what becomes of our state. We
greatly appreciate the opportunity to share these thoughtful recommendations addressing one
of the most critical issues and opportunities facing the state of Texas.
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Major Commission findings

Many students, teachers, principals, schools, and districts have achieved remarkable

success. Thelegislat ur eds charge to fAidevelop recommendati ot
finance system necessarily requiredthat most of t he Commi srsfocusods t i me
identifying problems and shortcomings in the current system and areas for needed

improvement. But it would be a disservice to fail to recognize the many stories of academic

success, professional accomplishment, efficient management, financial support, sacrificial

service, personal dedication, and plain hard work that came to our attention during the course of

our proceedings. Nothing in this report should be construed to impugn or belittle the remarkable

men, women, and children in this state involved in each and every one of those success stories.

Major Commission findings were as follows:

1. Ourscho ol finance system needs a clear, fitrue no
its progress. A critical component for any budget (especially one that comprises such a
sizeable spending item within Texas government) should be a clear, widely understood
goal for educational outcomes against which annual progress can be measured (with
strategies and state investments altered as needed in subsequent years by the
legislature to build upon success). While statute provides some select, overarching goals
for education, the culmination of those goals should be ensuring that all students
graduate college, career, or military ready and should be supported in achieving those
goals. We currently lack a specific, top-line goal to measure our progress.

2. Our school financesystemhasndét kept pace with the statebs
demographics. The current school finance system was designed and implemented in
the early 1980s and has been patched over time without a holistic reform since its
implementation. During this time, our student population has changed significantly. Over
the last decade the state has added ~770,000 students, with roughly eight in ten of
those students classified as low income and nearly four in ten of those new students
considered an English language learner.®> As a result, Texas now currently ranks second
in the nation in the percent of English learners and ninth nationally in the percent of
students qualifying for free or reduced lunch.® (See Exhibits A and B.)

Our failure to align our investment with the changing student needs associated with
these rapidly growing populations can be seen in annual state academic achievement
measurements. Proficiency rates on State of Texas Assessments of Academic
Readiness (STAAR) for low-income and English language learner students across all
grades and subjects now only equal 36 percent and 24 percent, respectively,
achievement that is roughly just one-third to one-half of their non-low-income English
speaking peers.” Despite their best efforts, even the highest performing districts® in the
state for low-income student achievement reflect only ~50-percent proficiency levels,
reflecting a need for the wise investment of additional resources. (See Exhibits C-1, C-2,
C-3,and D.)

The school finance system currently in place is substantially more equitable than the one
enacted in the 1980s, but more work must be done to more appropriately allocate

5 Texas Education Agency, TAPR 20071 2017 Reports.

6 National Center for Education Statistics, 2017.

72018 TEA STAAR report at Meets Grade Level.

8 Highest-performing district is Southlake Carroll ISD (one percent low income).
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resources. Because the Commission believes that all children in Texas deserve an equal
opportunity to thrive regardless of their background or where they live, it is clear that our
funding system needs substantially greater equity than exists within our current
approach.

3. Current student outcome shortfalls are evidenced very early within our preKi 12
system. While Texas students outperform national peers in demographically adjusted
student outcomes, our scores lag when analyzed on unadjusted performance. Only 58
percent of Texas students currently come to school assessed as kindergarten ready,®
andin 2018,onlyfour i n t en st ud e thirdsgradeeeading stamdasi.i®at e 6 s
STAAR results show that subsequent achievement in later grades and subjects fails to
materially exceed third-grade reading proficiencies, highlighting the importance of being
able tolédaend by t he .dSeaExhbits EtahdiF.)) Rertiger2@ld e
National Assessment of Educational Progress (NAEP), also knownastheNat i on 6 s
Report Card, Texas children rank 46th in the country in fourth-grade reading proficiency,

a decline of five spots since their 2015 ranking. Improving early literacy is critical to the
future of Texas students. Results from across the state show that the most effective and
financially efficient way to close educational attainment gaps and reduce the expense of
costly remediation is through focusing investment on improving student outcomes in
early childhood education, before the gaps compound over subsequent years.

4. Texas low-income students are failing to capitalize on substantial federal dollars
available for their post-secondary education. Annual community college tuition rates
across Texas are highly subsidized by local and state dollars such that all are below the
average annual US Pell grant of ~$4,010 per student,'! making post-secondary tuition in
thirteen and fourteenth grades effectively free for every low-income student who is a US
citizen in Texas if they fill out a Free Application for Federal Student Aid form (FAFSA).
However, due in part to inadequate advising ratios that approximate 450 students for
every high school counselor,*?> Texas FAFSA completion rates trail leading states
(Tennessee and Louisiana) by almost 30 percent, and currently only 62 percent of our
low-income high school graduates (and only 43 percent of our low-income eighth
graders) ultimately enroll each year in Texas public higher education institutions in the
fall following their actual/scheduled high school graduation.*® (See Exhibits G, H, I, and
J.) The net result is that well over $300 million of Pell grants available per year for the
post-secondary education of low-income Texas students is unclaimed with each and
every graduating class,** representing a tremendous opportunity if additional investment
in counseling supports for students can be funded and a post-secondary education
expectation can be created culturally on every campus.

5, ASummer sl ideodo r educ eisconestudentsia all sfibfects dnafar
upper-income students in mathematics and science. Data shows a significant

9 Commit Partnership, March 19, 2018, testimony to outcomes working group. Kindergarten readiness: The percent
of students deemed kindergarten ready based on assessments given by districts at the beginning of the year to
kindergarteners.

10 Texas Education Agency, STAAR indicators: Achievement levels represent percentage of students achieving
Meets Grade Level standard on 2018 STAAR exams.

11 https://trends.collegeboard.org/student-aid/figures-tables/maximum-and-average-pell-grants-over-time

12 Texas Education Agency, PEIMS Standard Reports, 20171 2018.

13 Texas Higher Education Coordinating Board, Eighth-Grade Cohort Longitudinal Study, Class of 2011.

14 Twelfth graders and completers in 20171 2018 National FAFSA Tracker:
https://national.fafsatracker.com/currentRates

FAFSA eligible (59 percent in 20167 2017), 2017 Texas Academic Performance Report; Average Pell Grant ($3,740
in 20161 2017).
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amount of educational gains achieved by low-income students during the school year
are subsequently lost during summer months, with our school calendars likely
contributing to the underperformance of certain student groups. Time on task is
important to maintain educational gains, yet the average Texas school teaches 177 days
vs. 210 for most higher-performing Asian nations. RAND has studied effective summer
instruction programs and has found that if academic instruction is offered three to four
hours a day for five to six weeks, the impact of the summer slide is eliminated. Were this
to be funded in Texas, it is estimated that the percentage of students achieving the

statebs Meets Grade L ev e lgradetremdind and mhathematicS T A AR

would rise by 12 percent and 14 percent, respectively, absent any other instructional
improvements that might occur over that time period.

6. Texas post-secondary completion rates fall far short in ensuring students are

being preparedtocontri but e to our statebés economy and

prosperity. While Texas graduates 90 percent of its public high school students,* only
28 percent of o uare ssbseguerhpashieging a poat-gdcandary
credential within six years of their high school graduation.® This percentage is less than
hal f of higher edacttiart geabd (sstablished in 2015) of 60 percent of all adults
ages 25 to 34 having a post-secondary credential by the year 2030 (60x30TX goal), with
our workforce historically relying heavily on educated talent imported from outside the
state to meet its needs.

Per TEA, only one in six Texas high school graduates are currently deemed to have a
college-ready SAT or ACT assessment,!” and roughly 40 percent of Texas high school
graduates who enroll in Texas public higher education are required to take remedial
education courses at their own cost while receiving no college credit.*® For Texas
students to prosper, we must additionally invest in high schools (including remediation
efforts where needed) so that their diploma truly reflects readiness for college, career, or
the military. (See Exhibits E and K.)

7. Too few Texas students are prepared for military service. While the Constitution

stat es that our educ a ttdthempressryation ef the libertiesiaads s ent i al

rights of the peopl e, 0 radoabes canatenlistietkesasnech i g h

forces due to insufficient scores on the Armed Services Vocational Aptitude Battery
(ASVAB). Twenty-two percent of Texas graduates failed to meet the minimum test
scores to allow for enlistment in the Army. A larger percentage are ineligible when health
and criminal justice issues are also incorporated.

8. Maximizing post-secondary completion rates represents substantial opportunity
f or Texas 6 sEadchygearrowen290,000 students graduate a Texas public high
school, but six years later still do not have a post-secondary education, a critical
credenti al i n %Withl olgdedsof pestsecormlanydegrees (two- or four-
year degree or industry certificate) earning roughly $1.0 million more in their lifetime than
a high school graduate, this represents a significant foregone opportunity cost

15 Texas Education Agency, 20161 2017 Accountability System, four-year federal graduation rate.

16 THECB Eighth-Grade Cohort Study, 2016 report.

17 As defined as having scored at least a 24 on the ACT or 1110 on the SAT (reading and mathematics), TEA TAPR
2017.

18 THECB remediation and enrollment data, percentage of students needing remediation in any subject.

19 The Commit Partnership, median earnings found and adjusted for inflation (2017 dollars) in US Census, American

Community Sur v e-life EBrningesf 9y #FWerlld of Degree and Occupation

Degr ee: 2tBecdndary ati@ioment numbers estimated using THECB Higher Education Attainment report,
high school graduating classes of 2008 through 2010.
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approximating $200 billion in lifetime earnings with each and every graduating classd an
amount equal to roughly one-eighthof t he Texasdés annua®ee$l. 6 tri
Exhibit L.)

9. Texasbs future prosperity and sources of state r
trends in educational outcomes.Per anal ysis presented to the
outcomes working group by Texas 2036 (a non-profit recently organized to create a
broad, strategic plan for the state), the state must add between 4.5 million and 7.8
mi |l |l ion | obs dntgnnial hear of20366t a@ &rvounbroughly equivalent to
the current number of total jobs in the Dallas/Ft. Worth and Houston metro areas
combinedd for Texas unemployment rates to remain at current levels given our
projected population. However, current educational outcomes for our demographic mix
will likely make that task impossible without substantial improvement. If trends do not
change, Texas 2036 predicts that per capita income and sales tax revenue will begin to
decline by the year 2030, indicating that Texas must resolve to successfully educate
Amany mamre owfndoin order to maintain both its f
state revenues to fund investments in education, transportation, water, and other state
government services.

10. High variation in school outcomes reflect similar demographics. Our prior
accountability system did not sufficiently prod districts to adopt strategies that produce
much better student outcomes in campuses with similar demographics. As a result,
tremendous differences in outcomes for similar campuses remain, often due to the
varying importance placed by districts and school boards on data-proven strategies,
such as ensuring quality early learning, creating sufficient preK classrooms, ensuring the
equitable placement of effective teachers, placing high importance on principal selection
and training, the use of dual language vs. bilingual education, the provision of
appropriate college access counselors, and the creation of early college offerings just to
name a few. As a result, districts and campuses reflecting similar levels of economic
disadvantage can reflect vastly different proficiency levels on state STAAR assessments
and college readiness/enrollment success rates that can vary by up to 30 to 60 percent
across the state. (See Exhibit N.)

11. Texas is facing a growing teacher crisis, reflecting high turnover with insufficient
numbers of effective, experienced teachers working in schools that need them the
most. Educator compensation based on traditional seniority-based pay (1) does not
financially encourage experienced teachers to work in schools reflecting greater
needs/challenges; and (2) does not pay meaningful raises to better retain experienced
teachers who quickly demonstrate strong effectiveness in their craft. As a result, a large
percentage of effective teachers tend to (1) gravitate away from low-performing
campuses with high concentrations of low-income students that need them the most;?°
and (2) often seek additional compensation by deciding to leave the classroom, either
going into school administration or leaving the education profession altogether.

Despite the fact that national research consistently shows that teacher quality is the
most important in-school factor in student achievement,?* the number of Texas university
graduates majoring in education has declined 22 percent since 2010 while our student
population has grown approximately 11 percent (or 500,000 students) during that same
time frame.?? (See Exhibits O-1 and O-2.) Currently one in six Texas teachers leaves

20 Texas Education Agency, TAPR and STAAR, 2018.
21 RAND Education. Teachers Matter: Understanding Teacher Impact on Student Achievement.
22 State Board of Educator Certification.
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their district each year,? with high low-income, challenged campuses often seeing
teacher turnover twice or triple those already high levels due to significantly higher
percentages of inexperienced teachers, impairing campus culture and exacerbating
already large achievement gaps. There is not a more important source of equity for a
low-income or English language learner in Texas than receiving their fair share of
effective teachers.

12.School funding formulas are compltipacawitted, out da
educational costs. Current formulas contain allotments and adjustments that have not
been updated in decades, resulting in school funding that has not kept pace with
changing costs or demographics, while producing growing inequities for students that
should be rectified. For example, the basic per student allotment has only increased by
eight percent in ten years; the career and technology education allotment has not been
updated since 2003 (15 years); the Cost of Education Index (CEIQ has not been
updated since 1991 (27 years); and the transportation allotment has not been updated
since 1984 (34 years).

13. The reliance on property taxes in Texas to fund public education has resulted in
high tax rates. Robust property value growth, combined with government entities failing
to lower corresponding tax rates in the face of this growth, has resulted in total property
taxes that now rank well above the national average. This problem has been
exacerbated by school districts being functionally forced to maintain fixed Tier | tax rates
despite rising property values and increased total collections. In addition, school districts
often feel compelled to seek additional tax rate increases through tax ratification
elections to grow per pupil revenues in the face of basic allotment increases which have
not kept pace with inflation. If no changes are made to the current system and this trend
continues, the portion of Texas public education funded by property taxes is projected to
reach 68 percent by 2023.

14. Current revenues may be sufficient to meet projected needs, but further options
should be considered if necessary. The Commission received reports suggesting a
high likelihood that the state would receive a significant influx of additional revenues
from existing revenue streams (including the sales tax and severance tax) for the
upcoming biennium. To ensure long-term funding stability for the education and tax
reforms contemplated herein, the Commission concluded that any revenue streams
dedicated toward these goals should be sufficiently stable to meet the anticipated cost
growth in future biennia. If required to achieve the desired student outcomes or to slow
growth in property taxes, the Commission believes that the legislature may want to
consider additional new revenue sources should current sources prove inadequate.

15. Recapture as currently structured is growing rapidly and becoming increasingly
unsustainable. Recaptur e payments paid by districts to tiI
provisions are expected to reach nearly $2.7 billion during the 20187 2019 school year
and are projected to nearly double to over $5.0 billion by 2023, based on current
property growth estimates and equalized wealth levels.>* Today over 200 fAChapt
school districts across the state now make recapture payments (vs. 34 districts when the
innovative concept of recapture was first introduced in 1993 to equalize value
di fferences bertiweheon afinpdr ofipperrotpy® Recapturpismow o di st r i
causing large urban districts with high concentrations of low-income students (Austin

23 Texas Education Agency, TAPR 2017 Report.
24 Texas Education Agency.
25 Texas Education Agency, 19947 2019 Chapter 41 Recapture Districts.
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ISD, Houston ISD, and Dallas ISD) to send hundreds of millions of local tax dollars
annually to the state, joining affluent districts such as Plano, Highland Park, and Eanes
ISD. If not significantly addressed, recapture paid by local school districts is projected to
exceed state funding levels in less than a decade, bringing state contributions down to
just 20 percent of education funding. (See Exhibits Q-1 and Q-2.)

Texas Commission on Public School Finance 23



Texas Commission on Public School Finance
Final Report

Overview of current preKi 12 educational outcomes in Texas

Today, the state of Texas educates 5.4 million students within its public schools, representing
93 percent of all children statewide. The majority (59 percent) of Texas public school enroliment
(more than three million students) are considered low-income, an increase from 44 percent two
decades ago. Another 1.0 million students (19 percent of our preKi 12 system) are considered
English language learners?.

While Texas students perform well in demographically adjusted comparisons against other
states and the nation as a whole, there is room for significant improvement in unadjusted
proficiency levels. In reviewing the data, it is clear to the Commission that our collective efforts
and investments in preKi 12 should be primarily focused on these two growing at-risk
populations. Across all grades and subjects assessed by STAAR, students who are not
considered low-income are already collectively exceeding our suggested 60-percent proficiency
goal statewide at TEAOs 0 tMaseas highas8Gparoedtar d (wi th so
proficiency for their non-low-income students.?” However, low-income and English language
learner populations reflect proficiency rates that are roughly one-third to one-half of their non-
low-income and English-speaking peers. Significant gaps also exist by race. Per TEA, white
students reflect five times higher college readiness levels on the SAT and ACT than their peer
students of color, as well as higher high school graduation and post-secondary completion
levels. (See Exhibits C-1 and C-2.)

Achievement for each of these groups is not only materially lower, but it also reflects broad
disparities among districts and within districts. This indicates both a high need for focused
investment on this subset of students and the potential for great progress once resources are
increased, outcomes funding mechanisms are put in place to reward strategic focus, and
strategies are altered to reflect best practices already occurring in select campuses and districts
across the state.

Today, roughly 42 percent of all Texas adults ages 25 to 34 reflect a post-secondary credential

vs.o ur s 60a30TX@aal.?® This attainment is a blend of (1) educated talent that migrates to

the state from outside its boundaries; and (2) what we produce with our own

education/workforce pipeline. While Texas has been very successful in importing educated

talent given our broad and robust job growth (per testimony, roughly half of our annual

population growth comes from in-migration?®), over the last severalyears our s at eods o
education pipeline has been reflecting stagnant, dilutive results toward this goal, with only 21

percent of our most recent eighth-grade cohort graduating with any type of post-secondary

education ten years later (i.e., six years following their scheduled high school graduation).°

Based on these current outcomes, the Commission believes we cannot rely on importing talent
t o meet 060x30TX doaltPer & ecent report issued by the Dallas Federal Reserve
Bank, today®6s tesnofungelfauypereenttare at historic lows, yet labor
participation rates are not increasing because skills needed by unfilled jobs do not match the
skillsets reflected within our current unemployed adult population. Recent Federal Reserve
surveys indicate that tight labor markets are now the No. 1 concern of business, with 70 percent

26 Texas Education Agency, Texas Academic Performance Report, 20161 2017 State Performance.

27 Texas Education Agency, 2018 STAAR report at Meets Grade Level.

28 THEBC accountability system, 2016.

29 |loyd Potter, Texas State Demogr apher, fAStudent Population in Texas, 0 Janual
30 THECB Eighth-Grade Cohort Study, 2016 Report.

Texas Commission on Public School Finance 24



Texas Commission on Public School Finance

Final Report

of business executives reporting difficulty finding and hiring qualified workers, resulting in an
increase in overall labor costs.3!

The roughly four in five Texas students that we are annually failing to sufficiently educate to
achieve a living wage credential represents both a poor return on the ~$125,000+ we invest in
each studentd s  jpIr2 edkication and a substantial missed opportunity to capture the
tremendous unrealized potential of our Texas youth. The annual starting salary difference for
post-secondary credential holders vs. high school graduates can now easily exceed $20,000,
and every year Texas high schools collectively graduate roughly 200,000 seniors who, six years
later, have still have not attained a post-secondary degree. If each high school graduate could
instead obtain an industry certificate or a two/four-year degree in the same ratio as our current
post-secondary graduates, they would collectively realize roughly $200 billion more in future
lifetime earnings (an amount equal to roughly one-eighth of our current $1.6 trillion Texas
economy) with each and every graduating class.*?

Not only is the current oppo treamanddug, the resdtimigcostsor our
to our state of an undereducated workforceisal so substantial and growing.
uninsured medical costs now exceed $6 billion annually (primarily from patients in occupations

without employer covered health insurance).®® In addition, students who are not at grade level

often face significant obstacles later in life and are more likely than their peers to end up

incarcerated. National research indicates that 75 percent of state prison inmates did not

complete high schoolorcanbeclas si f i ed a s* dndtoheWwexasiDepartment & , o
Criminal Justice reports that the average reading level for Texas inmates is below an eighth-
grade level. The costs of incarcerating young men and women in Texas now exceeds $3.2
billion annually.® Our state prisons house roughly 147,000 inmates at an annual cost of
~$22,000 per inmate, equal to more than twice what we spend annually per student on Ki 12
education.®®

S'i PW6s Continued Breakneck Growth Depends on a Cascade of Ne
June 16, 2018.

32 The Commit Partnership, median earnings found and adjusted for inflation (2017 dollars) in US Census, American

Community SurveikyiBei €asnimys by Field of Degree and Occupati
Degr ee: 2-fetofidary gttairsnent numbers estimated using the THECB Higher Education Attainment report,

high school graduating classes of 20081 2010.

33 Anne Dunkelberg, Center for Public Policy Priorities, presentation, outcomes working group, May 29, 2018.

34 The Relationship Between Incarceration and Low Literacy, March 2016.

35 State and Local Spending on Corrections and Education, US Department of Education Brief, July 2016.

36 Texas Department of Criminal Justice, 2016.
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Section A: Establishing a statewide goal for T e x a préks 12
education system

In 2015, Governor Greg Abbott and the Texas Higher Education Coordinating Board established
a statewide goal of having 60 percent of all adults ages 251 34 (regardless of where educated)
reflect the attainment of a post-secondary degree or workforce credential by the year 2030 (the
60x30TX goal). This goal is in line with numerous studies showing that at least 60 percent of
jobs will require some kind of post-secondary education or career certification beyond high
school by the year 2030. Today, Texas 6 s 142 edu€ation system does not have a similar
guantifiable statewide goal to measure its progress against.

Recommendation #1

In keeping in alignment withthe st at e 0@&0x30TX goalntleetCemmission recommends

establishing a preK through twelfth-grade goalofat | east 60 percent profic
iMeet so atwakelmrfilicheckpointsodo along the stateds pul
educational continuum:

9 Sixty percentofall studentsme et i ng t he st at eabtlird-gradereadisgd st and :
9 Sixty percent of all high school seniors graduating without the need for remediation and

achieving (1) an industry-accepted certificate aligned with a living wage job; or (2)

enrolling in post-secondary education; or (3) enrolling in the military.

Each year, the Commission recommends that TEA and THECB should collectively report to the

|l egislature on the statebs combi hpeelildproficiemcge ss i n a
rates and 60 percent post-secondary completion rates solely for our own education pipeline (in

addition to our progress for all adults, regardless of where educated) against our statewide

60x30TX goal. Results should be disaggregated by and within various student groups, including

by family income, by native language, by ethnicity, by gender, and by special population. (See

Exhibit C-1, C-2, and C-3 for example.)

In addition, the Commission recommends that each public school district or charter network be
required to establish at least a three-year and five-year locally developed board goal for each of
these two metrics, disaggregated by and within various student groups, including by family
income, by native language, by ethnicity, by gender, and by special population and annually
report their progress publicly toward these two goals along with any other board goals that they
measure their progress against. This data should be made available at the district and campus
level.
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Section B: Proposed third-grade reading allotment

In 2018, third-grade reading achievement per STAAR assessments fell by three percent, with

~225, 000 of -jgredestsldents (otbbper dent ) fail i ng fAtMe ertesadc h t he
standard.?’ Because subsequent STAAR and college readiness achievement have historically

not materially exceeded third-grade reading proficiency levels, it is clear that third grade is

clearly where our educationpi pel ine is first so severely impacte
to help meet our 60x30TX goal.

Recommendation #2

With only six in ten children statewide currently coming to school assessed as kindergarten

ready,*® and only 32 percent and 21 percent of low-income and ELL students, respectively,

meet i ng t he-grade readiegtsmndard)’y itrisctritical that the state invest now in our

earliest years to materially improve current early reading proficiency. The Commission

recommends that districts receive an additional 0.1 weight for every student in

kindergarten through third grade who is low income or an English language learner (a

student who is both would receive a 0.2 weight), producing total available estimated funding of

$780 million annually starting in 20197 2020. In return, public schools receiving this weight would

agree to overal/l systemic changes (asoasutl ined be

Funding from this third-grade reading investment must be spent across preK through third
grades with full discretion given to public schools on how the funding is invested. Strategies may
include but are not limited to:

1 Optional full-day preK for three- or four-year-olds (testimony reflected that students who

were kindergarten ready were more than three times more likely to meet the state

standard for third-grade readingvs.t hose studen?)s who werenodt
1 Specialized multi-year early childhood professional development, expanded dual

language programming, personalized learning pilots; a longer school day or a longer

school year.

In return for this funding, all districts offering preK (87 percent do so today, with over half of
students attending today on a full-day basis) will be required to do so in a quality manner for any
enrolled student, defined as (1) a full-day offering for preK for four-year-olds; and (2) a
classroom adhering to quality standards governing desired student-teacher ratios, etc. Districts
can use a portion of new funds to supplant any current maintenance and operations (M&O)
funds being used today for those already offering full-day preK. Should campuses have an
insufficient number of seats such that the requirement to offer full-day preK would result in fewer
students accessing preK, TEA waivers may be obtained by public schools until additional preK
seats can be constructed/located. Schools would also be encouraged to develop partnerships
with private centers containing available preK seats to accelerate their preK offerings. (See
Exhibit M.)

37 Texas Education Agency, 2018 STAAR report at Meets Grade Level.

38 Commit Partnership, Mary 19, 2018 testimony to outcomes working group. Kindergarten readiness: the percent of
students deemed kindergarten ready based on assessments.

39 Texas Education Agency, 2018 STAAR report at Meets Grade Level.
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In addition, every public school would commit to the following to enhance continuous
improvement efforts:

1. Districts are currently required to assess kindergarten readiness within 60 days of
enrollment for diagnostic purposes only. To enhance continuous improvements, the
Commission recommends that districts be required t
assessment tool (provided free by the state to all public schools and currently utilized by
33 percent of districts statewide, both large and small, including Arlington, Austin,
Beaumont, Dallas, Conroe, Houston, and Fort Worth ISD), in order to benchmark the
efficacy of their preK efforts vs. similar districts. Districts within an education service
center (FESCQ may opt out of this requirement if they mutually instead choose to use a
different multi-dimensional assessment approved by TEA across all districts within the
ESC.

2. Kindergarten readiness assessments should be required to be shared with parents
within 60 days following assessment to better inform future decisions, not only for their
ki ndergartner, but also for their studentds yol

3. Districts would annually report the number and percent of students (both preK eligible
and noni preK eligible) meetingt he st at eds Me etgedeseddingahdhr d i n t h
mathematics who also attended the district in kindergarten and who:
1 Were assessed as kindergarten ready four years earlier vs. those who were not.
91 Attended district preK vs. those who did not.
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Section C: Proposed key outcomes funding

Commission testimony continually reinforced that our current educational system and its
stakeholders respond to incentives. Certain aspects of our current accountability system
unfortunately encourage actions to the detriment of student achievement and post-secondary
success. Specific examples among many would include:

1 Strong kindergarten through second-grade educators being placed by principals in the
later STAAR-tested elementary grades because that is where current state
accountability focuses.

1 Beginning teachers seeking to obtain a teaching certificate as quickly and as
inexpensively as possible because (1) they are not paid more in starting salary if they
attend a higher-quality preparation program that requires substantial pre-service training;
and (2) better preparation (and resulting teaching effectiveness) are also not rewarded
via higher salaries in subsequent years given the fixed annual pay steps found within
traditional seniority-based salary systems.

1 The s tcuréneadcsuntability system focuses high school staff attention more on
STAAR end-of course testing (EOCs) and high school graduation vs. the more important
factors of (1) college readiness/need for remediation; and (2) supporting a studen t 6 s
successful access to either a living wage career certificate or a post-secondary
education.

1 Emphasis is placed on passage of the STAAR exam instead of demonstrating mastery
of grade-level content. Students are advanced on to the next grade when they have
Afapprdachbeade | evel vsO fAmeetso or fimasters

As a result, the Commission recommends that:

1. State formula funding changes should contain outcomes-based funding, paid annually
beginning in the 20197 2020 school year, that very consciously seeks to intentionally
alter systemic focus and actions toward the two critical gate points of (1) third-grade
reading, and (2) college, career, and military readiness and access.

2. Outcomes-based funding should be equitably distributed in recognition that students
with higher needs will need more resources. As a result, outcomes-based funding per
student rewarding low-income student proficiency should be materially higher than
outcomes-based funding per student rewarding non-low-income student achievement,
such that campuses with a 100 percent low-income population would receive roughly 28
percent more than a campus with zero percent economic disadvantage consistent with
the recommended changes in compensatory education funding found in
Recommendation #15.

3. The following outcomes-based funding amounts recommended (1) were judged to be
fiscally appropriate but also large enough that their potential receipt will alter district and
campus principal behavior; and (2) should be calculated in such a way as to reduce the
importance of any one assessment (possibly by rewarding proficiency on a multi-year
trailing average of measured outcomes).

Recommendation #3: Proposed third-grade reading outcomes funding
(estimated cost of $400 million).

Given the critical nature of beingablet o fAr eaardn & oadreoss all subjects af
Commission recommends that each district or charter network annually receive incremental
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funding above the basic allotment for every third-grader achieving reading proficiency at the
st afiddéed s 0 s TEAmdalaandidates that third-grade students who met the state 6 s
AfMeet so readi20di29tl&ndarsd itrhose who didndét) were:

1 28timesmorel i kel y t o ac liMeetsosandartl i eighth-grade Geading five
years later.

1 2.0times more likelyto eithera c hi e v e tkeetsostandardandeighth-grade
mathematics or, more importantly, take the more difficult Algebra 1 course in eighth
grade.

Based on a current desire to provide outcomes-based funding equitably based on current 2018
proficiency levels, districts would receive outcomes funding equivalent to an additional weight
equating to $3,400 for every low-income student achieving third-grade reading proficiency at the
Meets standard and an additional weight that would equate to $1,450 for every non-low-income
student achieving proficiency at the Meets standard, producing a total outcomes funding pool of
approximately $400 million funded in 20191 2020, assuming proficiency levels are similar to
2018. (Actual weights to be determined once the basic allotment is determined.) As proficiency
increases in the future due to the investment of these resources provided beginning in Year 1,
outcome funding amounts would grow. (See Exhibits R-1 and R-2.)

Funds from this proposed third-grade outcomes-based funding must be spent in preK through
third grade, with schools receiving full flexibility on how it is invested. Potential strategies that
schools could invest in would include but are not limited to the following:

1 Optional, full-day preK for three- and four-year-olds, including spending to build parental
awareness in the community or to facilitate partnerships with nearby private providers to
create additional quality seats.

Teacher literacy training, including hiring of instructional specialists.

Implementation of interim assessment tools such as CLASS to inform teacher
professional development.

Student literacy interventions.

Increased dual language strategies and bilingual teacher stipends.

Longer school day or year.

Personalized learning expansion.

=a =

= =4 =4 =9

Recommendation #4: Proposed college, career, and military readiness
(ACCM-R0) outcomes funding (estimated at $400 million)

Given the critical nature of achieving a post-secondary education beyond high school, the
Commission recommends that each public school annually receive incremental funding above
the basic allotment for every graduating high school senior that does not require post-secondary
remediation (as determined by ACT, SAT, TSIA, or ASVAB) and either:

1 Enrolls in a post-secondary institution; or
9 Graduates high school having achieved an industry-accepted certificate; or
9 Enlists in the military.

Based on a current desire to provide outcomes-based funding equitably based on current 2018
proficiency levels, districts would receive funding of (1) an additional weight that would equate to
$5,380 for every low-income senior graduating and meeting one of the three targeted
achievements listed above; and (2) an additional weight that would equate to $2,015 for every
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non-low-income senior meeting the target, producing a total outcome funding pool of
approximately $400 million funded in 20197 2020, assuming proficiency levels are similar to
2018. As proficiency increases in the future due to the investment of these resources provided
beginning in Year 1, outcome funding amounts would grow. TEA should purchase National
Student Clearinghouse data annually and provide to each public school at no cost so that post-
secondary access can be easily determined. (See Exhibits R-3 and R-4.)

Although roughly 90 percent of Texas high school students currently graduate within four years,
less than 40 percent of those students are assessed as post-secondary ready on either the
SAT, ACT, or TSIA assessment.*® As a result, far too many students graduate believing they
are ready for post-secondary education, only to spend valuable time and money on
developmental education courses for no college credit. This further wastes both student loan
and Pell grant funds on remediation that should have occurred prior to high school graduation.
Additionally, students receive inadequate support on their FAFSA and college applications,
causing our state to forego nearly $300 million worth of annual federal Pell grants with every
class of graduating seniors.

By providing the resources and outcomes-based funding to increase
ensuring each and every student does not require remediation post high school and

subsequently accesses a career, the military, or enrolls in a post-secondary institution (vs. just
high school graduation), the following systemic benefits should occur:

Significantly better alignment between graduation rates and readiness rates. By
financially rewarding districts for reducing the need for remediation classes post high
school, remediation efforts can instead be pushed into grades nine through twelve where
they belong and can preserve critical student loan and Pell grant dollars for credit-
bearingclass es t owar d a -ssecondalyalegte® & indusing certification.

Substantial access of federal dollars to benefit Texas students and economy.
Only 40 percent o f-incbmeegrthégsmdets érbo]l i Elegelfoorrw
years later;*! the other 60 percent (at an average Pell grant award of $4,010 per student
per year) conservatively represent over $300 million per year per cohort of untapped
federal resources available for their post-secondary education.*? Through this proposed
incentive, high schools will now have the counseling and student support resources to
adequately assist FAFSA completion to access these untapped federal dollars.

Increased high school graduation rates and alignment of curriculum to post-
secondary pathways meeting workforce needs. Current workforce needs,
associated salaries and required credentials/pathways are not adequately disseminated
to middle school and high school students due to overloaded and often undertrained
counselors/advisors, helping create significant mismatches between what students
pursue and what the regional work force needs/requires. In addition, the lack of student
flexibility to take a coherent sequence of career and technology education (CTE)
courses, coupled with the lack of transparency on the applicability of high school
coursework to a career, too often leads to low-income students failing to complete their

40 As defined as having scored at least a 24 on the ACT or 1110 on the SAT (reading and mathematics), TEA TAPR
2017.9

41 THECB Eighth-Grade Cohort Study, 2016 Report.

42 Twelfth graders and completers in 20177 2018, National FAFSA Tracker:
https://national.fafsatracker.com/currentRates;

FAFSA eligible (59 percent in 20167 2017), 2017 Texas Academic Performance Report; Average Pell Grant ($4,010
in 20171 2018).
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high school degree (33 percent of low-income eighth-gr ader s dondét graduate h
four years later)*® because courses too often feel irrelevant and without purpose.

Greater knowledge and ownership withinhi gh school staff of each st
secondary or career success. Public high schools are currently neither held fully

accountable nor financially incentivized to (1) maximize the number of students

accessing and completing a post-secondary education; or (2) minimize the number of

students requiring remediation in college. While the data is publicly available, high

schools are typically not aware of the post-secondary outcomes of their graduates given

the difficulty of collection and lack of incentive to do so. This creates a significant

disconnect that precludes continuous improvement efforts.

Funds from this CCM-R outcomes-based funding could be used by public high schools for (but
wo u | d rirdited td) ghe following:

1 Reduction in high school counselor loads (which currently approach one per 450
students), perhaps by (1) hiring college access counselors with higher education
admission experience to support FAFSA completion and postsecondary applications;
and (2) training CTE teachers to assist with advising on high in-demand jobs and
certifications required, provide FAFSA completion support, etc.

9 Supporting SAT/ACT/T S| A preparation c¢l| assabiftytbrecenenhance

scholarship support.

Support funding critical remediation efforts in high school as needed.

Increased salaries to attract hard-to-recruit science, technology, engineering,

mathematics, and advanced placement teachers.

1 Increase early college, CTE, and Pathways in Technology Early College High School (P-
TECH) offerings which can substantially reduce the student cost of post-secondary
attainment and allow schools to form corporate relationships providing mentorships and
internships.

1 Implement/expand JROTC programs, which allow those who ultimately enlist to receive
paygrade advancement and also helps those enrolling in post-secondary education to
qualify for ROTC scholarships.

=A =

43 THECB 2008 Cohort Study, 2016 Report.
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Section D-1: Proposed educator effectiveness allotment

The Commission believes that meaningful efforts should be made to provide every child with a
well-prepared and effective educator, including actions that ensure:

9 Our top college graduates increasingly view teaching as an attractive and impactful

profession.

1 Every new teacher candidate is encouraged to seek high-quality educator preparation
programs.

i Effective teachers are paid well enough to stay in the profession and in the classroom if
they desire.

1 A sufficient number of our better teachers are placed in front of our students facing the
most challenges and are in front of them as early as possible in their educational
journey.

Recommendation #5

The Commission recommends providing optional funding via weights in the school
finance formula to provide districts with the substantial and necessary funds to pay
meaningfully higher salaries to their most effective teachers should they elect to implement
a multiple-measure evaluation system to determine who those effective educators are. The
Commission recommends that this differentiated pay should be higher for those educators
willing to serve higher-needs campuses reflecting the greatest current academic challenges
under the stateds awndngofthigalobrernt woulg comnyeace ia the 201D
2020 school year at approximately $100 million per year (growing an additional $100 million
each subsequent year, reaching $1.0 billion in the 20287 2029 school year) to provide
discretionary funding to districts wishing to enhance the retention and strategic staffing of their
more effective educators across their districts.

Due to overall costs, we have suggested that this incentive be phased in over ten years by

approving district evaluation systems (as they are constructed and approved by local districts)

covering no more than ten percent ofthestate 6 s t eacher s on a culimyl ati ve |
after three years no more than 30 percent of the
yearsnomoret han 50 percent of the st adicdg.&ouldteacher s wol
number of districts submitting evaluation systems exceed this cap in any one year, preference

should be given by TEA toward to those districts serving greater percentages of low-income

students and reflecting greater numbers of Improvement Required or F campuses.

In the spirit of using compensation to encourage better preparation and ongoing coaching of

new teachers, we would suggest that (1) districts could consider using a small percentage of

dollars received to pay signing bonuses to the portion of their beginning teachers that choose to

attend preparation programs featuring rigorous clinical residency requirements; and (2) teachers

receiving the highest salaries under each distri ct 6 s eval uation system woul d
serve as a mentor/coach to both student teachers and beginning teachers new to the district.

The Commission also recommends the legislature consider the critical role that the lead campus

principal has on a campus as its primary instructional leader (and a primary factorina t eac her 6 s
decision to stay in the classroom) and consider allocating ~two to three percent of total funds

(the ~9,300 Ki 12 campus leaders represent ~two percent of the 350,000 teachers in Texas) for

merit pay to reward outstanding performance in this critical function. Funds could also be used

to pay for evaluation Abackboned costs needed to
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School districts who opt into this evaluation and pay incentive would individually (or in
collaboration with surrounding other districts due to cost efficiencies) submit their own
differentiated evaluation system to TEA for approval. Multiple evaluation measures, developed
by local districts in partnership with all stakeholders, including, most importantly their educators,
would include, but would not be limited to, campus leader observations, teacher peer review,
student surveys, and student achievement growth. (See section D-2 for suggested educator
effectiveness evaluation guidelines that would be approved by TEA to provide public schools
both guidance and flexibility in implementation.)

The state may also consider having TEA create an optional version of an educator effectiveness
program that districts can choose to opt into if they lack the resources to develop such a
program on the local level.

All applying public schools would track and provide to TEA the number, percentage, and annual
retention of teachers reaching each of their respective distinction levels within the district and
the certifying entity for each teacher at each distinction level so that (1) overall feedback
statewide to each educator preparation program could be given on the specific teachers they
trained; and (2) TEA and the legislature could evaluate the efficacy of this proposed statewide
incentive. We believe this step is an incredibly critical one for school finance reform in that it
would:

1. Attract more of our best and brightest to the teaching profession given that teachers are
consistently cited as the most important in-school factor in student outcomes.** Per a
2010 study by McKinsey,* only one in four new US teachers comes from the top third of
their college graduating class, and compensation was the primary differentiating factor
cited by top-third graduates who declined a career in education in favor of their chosen
industry. Per a 2017 report by ACT, only one in five students who declared their intention
to major in education met ACT college ready benchmarks.4¢

2. Provide incentives for prospective teachers to complete rigorous (and more expensive)
educator preparation programs reflecting substantially higher levels of (1) clinical
residency experience, and/or (2) ongoing coaching support. Under current seniority-
based pay systems (where starting salaries are not adjusted to reflect the rigor of each
beginningt eac her 6 s pr enp and subseqoent rgisesamg geaerally fixed
lockstepi ncreases not tied to a teacherircentvef fectiwv
for new teachers to seek preparation via rigorous programs.

3. Inform districts whether their more effective educators are being equitably distributed
across their campuses and allow districts to create financial incentives for their effective
teacher s to move to the districtés higher need s«
distribution of effective educators.

4. Allow districts to (1) systemically assign student teachers to be trained by their better
teachers, enhancing their preparation; (2) target professional development to each
teacher 6s dev etdbalgvmera effective @acking and development; and
(3) provide robust feedback to educator preparation programs on their preparation of
new teachers, which today is woefully non-existent and would create a critical
continuous improvement loop to help teaching programs get better.

44 RAND Education, Teachers Matter: Understanding Teacher Impact on Student Achievement.
45 Closing the Teaching Talent Gap, McKinsey & Co., 2010.
46 The Condition of College and Career Readiness 2017, National ACT.
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The Commission was meaningfully influenced in making this recommendation based on the

tremendous success seen in Dallas ISD since it implemented robust principal and teacher

evaluations in the 20131 2014 school year and eliminated seniority-based pay in lieu of salary

adjustments based on educator effectiveness. Over the past four years, despite reflecting a

student population that has 1.5x the state average in economic disadvantage and 2.3x the state

average in English language learners, Dallas ISD has (1) increased student achievement across

all grades and subjects by 13 percentile points (a rate roughly twice the growth rate of the state

during that time frame) and has reduced the percentage of students educated on a campus

rated Improvement Required from 19 percent of all students enrolled to just one percent.

Improvement Required campuses were reduced by 90 percent during that same time frame,

declining from 43 IR campuses in 2013i 2014 to just four IR campuses in 20177 2018. Twelve of

the districtngs ChdnpAicc Elxea redcimeuseas,all ratgd AMdtEyeay IR, met
standard the following year and coll ectiigQed8 y rece
following their full reconstitution and strategic re-staffing with more effective educators. The

di strict rgeadefrom EEA forathe BB 7% 2018 school year and had the highest

percentage of campuses scoring 90 accountability pointsorabove (t he TEA equi val ent
grade - 26 percent of their campuses in total) of any urban school district in Texas.

Analysis of teacher retention and compensation shows that Dallas ISD is now retaining over 90
percent of its more proficient teachers with teachers scoring at its highest levels of effectiveness
receiving compensation in the $80,000 to $90,000 range. Teachers who agree to work on an
ACE campus with higher challenges and needs can receive an additional $8,000 to $10,000 to
their already-adjusted salary based on effectiveness. (See Exhibits P-1, P-2, and P-3.)
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Section D-2: Proposed educator effectiveness allotment

Initial guidelines for a multiple-measure evaluation system (further
educator input needed)

The following are suggested criteria for TEA approval of a multiple-measure evaluation system
that qualifies a district to receive effective teacher allotment funding. The multiple-measure
evaluation system must:

1 Be locally developed, approved by the district administration and its board of trustees.
1 Involve the active and documented role of teachers and principals in the local
development process.

Districts can amend the existing Texas Teacher Evaluation and Support System (T-TESS) to
include the Student Achievement and Student Perception components noted below or are free
to develop their own system.

I The multiple-measure evaluation system must include, but is not limited to, the following
three required components:

0 Student Achievement, defined as the use or one or more acceptable assessments
that can be used to measure both (1) absolute student achievement; and (2) student
achievement growth, either during the year and/or year-over-year. Assessments
could include state standardized assessments, Measures of Academic Progress
(MAP), I-Station, ITBS, or any other standard assessment used by the district across
all its campuses. Assessments utilized must go through a district process to ensure
the validity and reliability of the testing instrument.

o Administrator Observations (principal, assistant principal, etc.).

0 Student Perception surveys (third through twelfth grade).

1 Other components of an acceptable multiple-measure evaluation system could include

(1) incorporation of peer review of fellow educators; (2) absolute achievement or growth

for the entire campus to foster coll aboration
to campus leadership or community initiatives; and (4) other measures as determined by
local district.

9 Inorder to be approved as an acceptable multiple-measure evaluation system by TEA,
the three required components listed above must equal or exceed the following
percentages of an e devalaatioo ratihg corsistentwith national best
practices as recently published by the National Center on Teacher Quality:

0 Student Achievement: minimum TBD.
0 Administrator Observation: minimum TBD.
0 Student Perception survey: minimum TBD.

i Evaluation component weights should be adjusted for teacher type (i.e., a second-grade
teacher will not have a Student Perception survey, so the other components weights will
be adjusted accordingly).

1 The Student Achievement portion of the evaluation must allow for an educator to receive
the same amount of evaluation points for exemplary student growth as would be
available for exemplary student performance on an absolute basis.

1 The Administrator Observation portion of the evaluation must include a minimum of two
fi c 0 a c bbsenvgtions and one formal summative observation per semester, which can
be reduced to one observation and one summative observation per year as long as a
teacher has received a proficient rating for the prior two years.
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1
1

The process and regulations for administering Student Perception surveys must be
created and shared transparently to teachers and administrators.

Districts must group their teachers into at least five distinctions consistent with the
current T-TESS standards, with the ability to create classifications within those
distinctions if they so choose:

(0]
0]
(0]
(0]
0]

Improvement Needed (or Unsatisfactory).
Progressing (or Developing).

Proficient.

Accomplished (or Exemplary).
Distinguished (or Mastery).

Districts must create and require testing protocols be put in place for any assessment to
be used in the Student Achievement metric, and protocols must be clearly outlined in
district regulations to ensure reliability and security of assessments.

In order to ensure that teachers receive observation scores that are as fair and accurate
aspossible,di stricts must creater at @r ocelsisabiol ietnyd rk
administrators who are observing teachers and a requirement that administrators who
fail to follow the process are ineligible to observe teachers for purposes of their
evaluation.

Each district administering a multiple-measure evaluation system must submit an annual
report to TEA which includes the following:

(0]

(0]

The number and percent of teachers within each distinction level and the average
salary paid to teachers within each distinction level.

Correlation of a districtbds overall educator

achievement and growth.

Correlation of district educator ratings by teacher to years of service.

Result s of each d satigfactioncstin@gyson itsealoation system to
inform the stateds continuous i mprovement
Educator ratings segmented by race, ethnicity, and subject/grade level.

Human capital equity report (i.e., distribution of teachers by effectiveness level, new
teacher candidates hired by EPP program, by race/gender, etc.).
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Section E: Proposed other new allotments and programs to
improve early literacy

Recommendation #6: Create a new dual language allotment (estimated at
$50 million in Year 1)

English language learners (ELLS) represent 1.0 million students, or roughly one out of every five
public school students in the state of Texas.*’ Ninety percent of our ELL students speak
Spanish. Compelling data reviewed by the Commission indicates that dual language strategies
are highly effective vs. bilingual or pullout strategies. Currently, the school finance system
reflects a single bilingual education weight of 0.1, which includes students in both bilingual and
dual language programs. While the total annual cost to the state of this current weight is $570
million, it does not encourage (hor provide sufficient funding for) school districts to offer dual
language programs despite evidence of greater effectiveness.

To better incentivize and resource school districts to offer these effective programs, the
Commission recommends that the state create an additional allotment at an additional 0.05
weight (for a total 0.15 weight) for dual language programs. Depending on the amount of
participation, it is estimated that this weight could reflect an initial annual incremental cost to the
state of between $15 and $50 million, which could exceed $100M by 2023.

Recommendation #7: Create a new dyslexia allotment (estimated at $100
million)

During the 20171 2018 school year, less than 2.5 percent of students in Texas received services
for dyslexia and other related disorders,*® yet national data indicates that dyslexia affects, on
average, five to ten percent of public school students. This under-identification is likely
attributable to the fact that Texas school districts do not receive direct funding to support
students with dyslexia or related disorders outside of the Individuals with Disabilities Education
Act (AIDEAJ. Given that undiagnosed dyslexia can often contribute to both academic challenges
and behavioral issues associated with student frustrations, it is likely that the costs of
appropriately identifying and treating dyslexia will be offset by decreased costs associated with
additional remediation and counseling.

The Commission recommends that the state create a new allotment for students with dyslexia at
a weight of 0.1. The additional funding will help school districts provide the early identification
and intervention that can improve these s t u d ecademid success. The estimated annual cost
to the state is $100 million (assuming the 0.1 weight is applied to only those students currently
identified as dyslexic).

Recommendation #8: Create an extended-year incentive program
(estimated at $50 million)

Student achievement levels typically drop during the summer months, commonly referred to as

the Asummer slide. o6 Studies show that summer i nst
and four hours of daily instruction over five to six weeks are an effective method of reducing (or

altogether eliminating) this decline and would occur absent any other instructional

47 Texas Education Agency, Enroliment in Texas Public Schools, 20171 2018.
48 Texas Education Agency, PEIMS Special Education Report, 2018.
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improvements over that time period. The majority of funds used for this reform would also result
in an increase in teacher salaries for the possible addition of 30 instructional days.

The Commission recommends that the state create an extended-year incentive program to
provide a half-day of funding to school districts opting to offer additional instructional days up to
30 days beyond the scheduled end of the school year for students in preK through fifth grade
opting/needing to attend based on proficiency. In addition to improving student outcomes, an
extended-year program would provide additional compensation to teachers and assist families
with child care during the summer. The annual cost to the state for an extended-year incentive
program is estimated to be $50 million.
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Section F: Proposed reallocation of existing revenues

The Commission believes the following existing allocations within the school finance formula
should be terminated and reallocated either to other priorities or to the basic allotment due to
either (1) their outdated nature; or (2) the fact that the goals of the allotments are no longer
being met or are no longer as impactful as compared to other potential uses of the funding.
These recommendations collectively identify $3.55 billion in current annual funds and $1.8
billion in a one-time adjustment for reallocation in Year 1 of the 20201 2021 biennium.

Recommendation #9: Reallocate funds associated with the Cost of
Education Index (CEI)

The CEI provides an adjustment intended to account for variances in the cost of educating
students in school districts across the state, ranging from a 1.02 to 1.20 multiple applied to the
basic allotment. Although the CEl is statutorily required to be updated annually, the number has
stayed the same since 1991 and the current numbers are based on 1989 data. The CEIl does
not reflect current variances in local education costs (for example, Rio Grande City ISD at 1.18
has a higher CEI than Austin ISD at 1.10), as the biennial political process has proven incapable
of keeping it updated.

The Commission has also adopted comprehensive reform policies designed to target the issues
that the CEl was designed to address. For example, the CEI was designed to adjust for
differential district costs, 85 percent of those coming from the variations in teacher salary. As the
Commission has adopted a teacher effectiveness allotment in the formulas, funding is being
provided to districts to target this issue. While cost-based adjustments might be presumed to
help urban and suburban school districts recruit their fair share of effective teachers, these
same districts can have an easier time recruiting and retaining teachers because they offer
more amenities and activities for teachers and their families vs. rural districts, who often have a
much harder time recruiting and retaining educators.

Equally important, we believe allocating funding based on student need takes priority over
allocating funding to regions based on variances in the cost of living, especially in light of the
fact that school districts with the highest student needs in our state are also regions reflecting
higher costs of living. As such, we recommend terminating the CEIl adjustment and reallocating
those funds to other, more impactful areas.

The Commission recommends that the CEI be reallocated, providing approximately $2.9 billion
of annual available funding for reallocation.

Recommendation #10: Reallocate Chapter 41 hold harmless recapture
reduction

To mitigate the impact on school districts after recapture was implemented in 1993, the state
provided three years of hold harmless, via a reduction in recapture for districts negatively
impacted by recapture. Originally intended to be temporary, this provision was extended twice
and then made permanent in 1999. Today, the recapture reduction only affects 40 school
districts across the state and is decades removed from the budget cuts it was designed to
alleviate.

The Commission recommends that the Chapter 41 hold harmless funds be reallocated,
providing $30 million of annual available funding for reallocation.
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Recommendation #11: Reallocate Chapter 41 early agreement credit funds

Beginning in 1995, school districts subject to recapture could earn a credit against their total
recapture amounts by committing to purchase attendance credits from the state by September
1. Currently, nearly all school districts subject to recapture take advantage of the Chapter 41
early agreement credit. However, this practice does not provide a benefit to the state, as it is not
a discount for early payment of the recapture amounts.

The Commission recommends that the Chapter 41 early agreement credit be reallocated,
providing $50 million of annual funding available for reallocation.

Recommendation #12: Reallocate the gifted and talented allotment funds

By law, school districts must provide gifted and talented programs (GT) for students. Created in

1984 and last updated in 1991, the purpose of the GT allotment is to financially support districts

in offsetting the costs associated with GT programs. However, funding is currently limited to five
percent of a district ADAJRandckneasygak schbal didtrigts cartetitie nd anc e
receive the maximum funding allowed under this allotment. As such, the same result could be

achieved by simply distributing these funds to all school districts through the basic allotment.

I t 6s i mp o retthatrthis realbocatiantwould not discontinue GT programming in
Texas, as there is a statutory requirement to provide it regardless of how it is funded. Instead,
redistributing these funds into the basic allotment would more efficiently disperse the dollars to
school districts and lift the arbitrary cap on the number of students that school districts currently
identify as GT in the expectation of receiving funding.

The Commission recommends that the GT allotment funds be reallocated, providing $165
million of annual available funding for reallocation, and that TEA report annually to the
legislature on GT identification to help ensure that students identified at GT do not decline as a
result of this change and that inequities in identification are quickly addressed.

Recommendation #13: Reallocate high school allotment funds

Created in 2006 and amended in 2009, the high school allotment provides $275 per student in
average daily attendance (ADA) in grades nine through twelve within a school district. The
allotment was created to support programs aimed at decreasing high school dropouts and
increasing college readiness. However, since the allotment is distributed through ADA, these
funds do not necessarily flow to the students who need the most support.

The state can better accomplish this goal by redistributing the high school allotment into other
existing allotments that target high-needs students and college readiness initiatives, such as
compensatory education and career and technology education (ICTEQ.

The Commission recommends that the high school allotment funds be reallocated, providing
$400 million of annual available funding for reallocation.
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Recommendation #14: Move from prior-year district property values to
current-year property values and establish a fast growth allotment

Currently, the state school finance system utilizes prior-year district property values to calculate

a school di strictdés wealth per student, |l ocal sha
thus the statewasr ¢ oat d icditnrbiidgetn ®his practica creates a lag in

the funding system such that formulas do not accurately reflect actual revenues from local

property tax collections.

Moving to current-year district property values would more accurately reflect increases or
declines in property values across the state, providing a clearer, more equitable picture of the
needs of Texas schools. Moving to current-year district property values would, in effect, fast-
forward the reflection of property value growth by one year. For districts with rising property
values, this acceleration would accurately capture their wealth per student and subsequently
increase their projected recapture payments and local share of the FSP. However, by
reinvesting the immediate savings to the state from this change into the basic allotment, the
state would mitigate the resulting increased recapture payments or loss of state aid for school
districts.

To further offset the impact of this change, the Commission recommends that a fast growth

allotment be established to assistthe state 6 s hi gher gr owt h dimgattgof ct s dea
significant increases in student enroliment, including the cost of unplanned expenditures, such

as hiring staff or purchasing new equipment and supplies.

The Commission recommends that the state school finance system utilizes current-year district
property values rather than the current practice of utilizing prior-year property values, providing
a one-time $1.8 billion in available funding for reallocation. In addition, the Commission
recommends that a fast growth allotment be established for the top quartile growth districts,
calculated by determining the growth rate for all districts (defined as the percentage growth in
new students relative tothed i st r i ¢t adent popufatior) with districts then ranked based
on a three-year rolling average of their growth rates. The Commission recommends allocating
$280 million for this allotment, distributed on a per student basis.
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Section G: Proposed changes in existing allotments/formula
weights

This section identifies programs, weights, and allotments that could be altered and funded by
the resources freed up by Section E. We believe that the following recommended herein to
existing allotments will improve the equity, efficiency, fairness, and transparency of the state
school finance system.

Recommendation #15: Increase compensatory education funding by $1.1
billion and allocate on a spectrum

The compensatory education weight, created in 1984, provides a 0.2 weight applied to the basic

allotment for each student who is considered low-income as determined by their eligibility in the

feder al National School Lunch Program. This weigh
reduced |l unch. 0 The pur po somweaghtistolprevide additpreain s at ory e
resources that low-income students need vs. their peers.

While research shows that higher concentrations of low-income students within a campus and

district result in lower student achievement due to a host of factors (including the increased

difficut y in recruiting experienced, effective teachel
system places an equal weighton alllow-i ncome students regardless of t
concentration of low-income students.

Toincr ease t he iywanspreviodasditiengl vesources toward students with the
highest needs, the Commission recommends an increase in compensatory education funding
and an allocation based on a spectrum approach, to direct more funding to public schools with
higher concentrations of low-income students based on their respective home residences.

The Commission recommends that the state school finance system use a sliding scale of a
0.225 weight to a 0.275 weight dependingona s ¢c h o o | 6 s ncergratienlof loaviindome o
students (vs. the current baseline 0.2 weight) and consider the use of alternative measures of
low income for this allotment (vs.s o | el y u s i nsgnpla eligbility forehe Nadioal
School Lunch Program). The total annual cost to the state to supplement the compensatory
education weight with a campus-specific spectrum, using these suggested weights, would be
$1.1 billion.

Recommendation #16: Base transportation funding on mileage

The transportation allotment is currently based on a linear density formula, which has not been
updated since 1984. At that time, the allotment covered between 70 and 80 percent of a school

districtdéds transportation cost vs. only 25 percen
Additionally, the current system excludes certain routesd and therefore studentsd that are not
advantageous to a districtés |inear density <calcu

The Commission recommends that the state adopt a mileage approach to transportation
funding, with a mileage rate of at least 80 cents that is set in the General Appropriations Act.
This approach is more straightforward and will reduce administrative costs associated with
calculating linear density formulas. This recommendation is cost-neutral as capped.
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Recommendation #17: Provide transportation funding to Chapter 41
districts

Currently, Chapter 41 school districts do not receive direct state support for transportation costs,
effectively creating a disincentive to provide transportation services for their students. The
Commission believes that school districts should not be sending recaptured dollars back to the
state for costs associated with basic student transportation.

The Commission recommends that the state provide transportation funding for Chapter 41
school districts at an annual cost to the state of $60 million.

Recommendation #18: Recreate small and mid-size district adjustments as
a stand-alone allotment

Currently, small and mid-size districts each have their own independent adjustments in the
funding formula. The small district adjustment was created in 1974 and amended in 2017 to
phase in the full adjustment for districts under 300 square miles in size. The mid-size district
adjustment was created in 1995 and then amended in 2009 to include eligible Chapter 41
districts based on size. These adjustments make no differentiation between those districts that
are small by necessity and those that are small by choice, which results in funding inefficiencies
and redundant administrative expenses. Texas is just one of three states (including Alaska and
Arizona) to place these district adjustments at such an early point in the formula, where they
have compounding effects on all subsequent weights.

The Commission recommends that the state create a stand-alone allotment for small and mid-
size school districts. The allotment would increase public transparency toward spending
associated with districts electing to remain small to mid-size, while helping the state streamline
formulas to focus more on the needs of the student, rather than the community where the
student resides. It is recommended that the cost or benefit of this recommendation be neutral to
the state and the impacted districts collectively.

Recommendation #19: Increase New Instructional Facility Allotment
appropriation to $100 million per year

The New Instructional Facility Allotment (iNIFAQ provides funding for operational expenses
associated with opening a new instructional campus. The NIFA was originally created in 1999 at
a rate of $250 per average daily attendance (ADA). Over time, this funding became insufficient
for school districts, particularly fast-growth districts, to open new instructional facilities. The
NIFA was subsequently updated in 2017 to a rate of $1,000 per ADA; however, no additional
funding was appropriated by the legislature for this allotment. Because numerous school
districts requested funds through NIFA due to the increased rate with no increase in
appropriation, an actual allotment of only $235 per ADA was awarded for fiscal year 2018.

The Commission recommends that the state appropriate sufficient funds to fully satisfy the
intended rate of $1,000 per ADA at an annual cost to the state of $76.3 million. However, based
on trends in student growth, this estimate may be inadequate. The Commission also
recommends that this allotment be studied further and that the appropriations request fully fund
the intended rate.
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Recommendation #20: Expand the career and technology allotment to
include courses in sixth through eighth grade

The career and technology (CTE) allotment was created in 1984 and most recently updated in
2003. Currently, the allotment only applies to courses in ninth through twelfth grades. Increases
in career and technology programs are promising efforts to help build the college and career
readiness of our students while concurrently reducing the substantial student cost for many of
post-secondary enrollment. The state is investing more heavily in Pathways in Technology Early
College High School (fP-TECHQ and other career and technology programs.

The Commission recommends greater Ki 12 alignment of career and technology education by
expanding the career and technology allotment to include CTE courses taught in sixth through
eighth grades in order to better excite and prepare students to enter P-TECH and similar
programs in high school. The estimated annual cost to the state of expanding the career and
technology allotment to courses in sixth through eighth grades is $20 million.
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Section H: Proposed change to basic allotment

Recommendation #21: The Commission recommends that the state
statutorily increase the basic allotment with all remaining funds freed from
the streamlining of outdated formula elements

The basic allotment is the fundamental and invariable level of per student funding that all school
districts receive per student from the school finance formula. Following an increase of $1,547 in
fiscal year 2010, or 48 percent (from $3,218 to $4,765 per student), the basic allotment has
remained the same in statute. In fiscal year 2019 (and in previous years), the legislature has
supplemented the basic allotment with additional funds, raising the effective basic allotment to
$5,140. This represents an increase of $375, or eight percent, over the last decade.

Increasing the basic allotment gives school districts the flexibility to spend the additional funds

where most needed, can increase equity within the system, and can lessen the amount of any
recapture owed to the state by reduci nlgvelCderapt er
student in average daily attendance (ADA).
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Section I: Proposed changes in Tier Il yields

Recommendation #22: Link Tier Il copper penny yield to a percentage of
the basic allotment

In 2006, House BiIll 1 established multiple equalized wealth levels in the school finance system.

The yield from Tier |1 HAcopper pennies, o0 which ar
property tax rate from $1.06 up to $1.17, was equalized up to $31.95 per pennyd the 88th

percentile in terms of wealth per student at the time. However, this yield has not been adjusted

since 2006. Today, a yield of $31.95 represents only the 47th percentile of wealth per student, a

significant decrease from the originally set 88th percentile. Since 2006, many districts have

maxed out their taxing capacity by utilizing tax ratification elections to access all $0.17 of Tier Il

taxing authority. Without a mechanism to compress copper pennies, those districts are locked in

at their current tax rates for perpetuity.

The Commission recommends that the Tier Il copper penny yield be increased initially to
approximately $43.50 with an initial estimated statewide cost of between $0 and $286 million
dollars due to additional Tier Il state aid and a reduced copper penny recapture. Subsequent
increases in the basic allotment would also concurrently increase this Tier Il copper penny yield
using its same initial ratio in the 20207 2021 biennium. Any increase in the yield would benefit
school districts taxing above $1.06, with Chapter 42 districts seeing an increase in their Tier Il
aid while Chapter 41 districts would see a reduction in their recapture payments.

An increase in copper penny yields should be paired with initial automatic compression of a

di strictods tax rat e matiatptaxoelidl ahe providexdiptrects with Biturevi t h i m
capacity to seek increases in funding after a reasonable timeframe via an initial, one-time school

board vote up to the previously authorized level or a subsequent tax ratification election

thereafter. After the automatic compression, limitations and requirements for future tax rate

increases will require some further consideration beyond the purview of this Commission to

reach the goal of property tax relief.

Recommendation #23: Link Tier Il golden penny yield to a set percentage of
the basic allotment

I n addition to the copper penni es, House Bill 1 i
first six cents of a school districtés property t
were equalized up to the Austin ISD wealth level. Golden pennies were called such because

they were not subject to recapture and could be authorized by a school board vote, with the last

two golden pennies (and any copper pennies) requiring a tax ratification election.

In 2006, the Austin ISD wealth level was the 95th percentile in terms of wealth per student at
$41.22. The yield on golden pennies has never been decoupled from Austin ISD, which given its
dramatic property value growth now represents the 99th percentile in terms of wealth per
student at $106.28.

The Commission recommends that the Tier 1l golden penny yield be decoupled from Austin ISD

and set at a certain percentile of basic allotment per student. In doing so, the state would

provide more predictability in the system and remove a variabled AustinISD6s wead t h | evel
that is tied to neither district nor student needs. The annual cost to the state will be determined

by the percentile of basic allotment at which the Tier 1l golden penny vyield is set.
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While this decoupling will prevent districts from receiving what was viewed as an additional

source of revenues (caused by the continual risin
Commission believes that statewide property growth will continue to benefit these pennies and

that additional funds districts can receive from the two outcomes funding provisions found in
Recommendations 3 and 4 will assist in this area as performance improves due to the

resources made available from strategic investing. Additional revenues will also be more

predictable and under greater district control (vs. fluctuating Austin property values),

encouraging districts to align actions and invest extra funding in strategies that will yield even

more outcomes funding payments in subsequent years.
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Section J: Proposed strategies to slow property tax and
recapture growth

While the large majority of the recommendations found in this report have focused on how to

i mprove student outcomes for al |IComrhissidhevassalsd s publ i
tasked with developingrecommendat i ons rel ated to the fArelati onsh
fundingo and fAthe appropriate |l evels of | ocal mai
sinking fund tax effort. o

The Commission believes that the current school financesyst e més r elrppemyce on p
tax growth and recapture is unsustainable. For fiscal year 2018, just 43 percent of

maintenance and operations funding for Texas public schools came from state tax revenues.

The balance comes from the local share (52.3 percent)yand @A Ro b i naptitepadnentsr e ¢

(4.7 percent), which are both generated by local property taxes. If the system is left unchanged,

the decline in the statebds share will ghaemti nue it
would approximate 31.9 percent vs. a local share of 57.9 percent, and 10.3 percent would be

funded by recapture payments, meaning that 68.2 percent of the system is funded by local

property taxes.

Current Law State Share Projections (2018—-2023)
80.0%
57.9%
60.0%
40.0% 31.9%
10.3%
20.0%
0.0% m . .
State Share Recapture Share Local Share
m2018 w2019 w2020 2021 w2022 w2023

Additional state education spending, which is contemplated in this report, will not resolve these
trends without addressing the underlying property tax problems. As shown below, a hypothetical
increase of more than $2 billion in additional state spending injected each year into the current,
broken system does not materially change the negative trend lines. The state must pair the
critical education reforms outlined herein with concurrent property tax reforms to have any hope
of resolving state/local share issues without massive tax increases.
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70.0% Effect of Hypothetical Increase to State Share
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The growth of recapture under current law is perhaps most alarming. When originally
implemented, only a handful of school districts paid into recapture and total collections were
$181 million. It took a decade before total collections eclipsed $1 billion annually, and another
14 years before the state crossed the $2 billion threshold. However, if the system is left
unchanged, 375 school districts are now projected to pay a total of $5 billion per year by 2023.
This rapid and unchecked growth in recapture demonstrates that, just as the state cannot afford
to wait before pursuing critical education reforms, it likewise cannot wait to reform its current
property tax system.

Recapture Actuals (1994-2018) and Projections (2019-2023)

$5,000,000,000 $5,028,495,423
$4,000,000,000
$3,000,000,000 52,092,219,983
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Property value increases, paired with fixed tax rates, cause tax bills to increase rapidly across
the state, pushing more and more districts into recapture. As the chart below shows, the
average taxable value of single-family homes has risen steadily over the past 20 years, nearly
tripling over this time and rising far faster than median household income. Significant efforts by
the legislature to address these issues, including the 2015 increase of the homestead
exemption, only served to briefly slow these increases.
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In 2006, the legislature passed significant property tax relief, buying down maintenance and

operations (M&QO) tax rates by 33 percent. Since 2008, Tier | tax rates have been functionally

fixed at the Tier | compression ratio (which, for most districts, is $1.00). During this same time,

property values across the state have increased rapidly. With a fixed tax rate, increases in

appraised values directly cause increases in a taxpay¢
statewide, and five of the nationdés ten fastest ¢
located in Texas.

Metro Area Percent Change in Home

Prices
Austin-Round Rock 72.6 percent
Dallas-Plano-Irving 68.5 percent
Fort Worth-Arlington 59.9 percent
Houston-The Woodlands-Sugar Land 57.1 percent
San Antonio-New Braunfels 44.5 percent
These tax i ncr e abhomesownrksdtbey dirpctlysmpachbasinesses and renters,

neither of which benefit from homestead exemptions or appraisal limits. (See the following chart,
which shows Harris County data from 2005i 2017). Many areas of the state are entering into
housing affordability crises, with gentrification and migration effects already underway. The
Commission heard testimony from representatives of small business and Habitat for Humanity,
both of which stressed the unsustainability of these increases if the state wishes to remain a
viable option for entrepreneurs and middle-income families. Future economic development
faces risk if total tax levies continue to rise unchecked.
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Recommendation #24: The Commission heard multiple proposals to slow
property tax and recapture growth, three of which are forwarded for
legislature consideration

Option A: The Governoroés comprehensi veéheprope

state should compress districtsd Tier |1 tax
will significantly slow the growth of local property tax bills. If property tax levy increases

are capped at 2.5 percent per year, with state tax revenues making up any balance to

ensure school district entitlements are fully funded, the state can structurally prevent the
collapse in the state share and slow the rapid growth in recapture. Further investments

in education, discussed elsewhere in this report, could allow for the state share to

increase. According to TEA estimates, of the

model gives the greatest tax relief over the long term with a 12-cent reduction in M&O

taxes forecast by 2023, which would continue to grow over time as property values rise.

The Governordés model also costs the ralefsot i n
recapture, and produces the greatest reduction in future local property tax increases. In

addition, some districts will receive net increases in revenue due to reforms to the

calculation of recapture. Under this proposal, recapture and traditional school districts

are treated equally, and districts only pay Tier | recapture on the amount above their

formula entitlement.

OptionB: TexasTaxpayers and Research Associationds
funded tax compression. The state should use future recapture growth as a revenue

source to fund statewide compression of tax rates. This proposal is projected to reduce

Tier | tax rates by $0.07 over four years and prevent nearly $600 million in annual

recapture growth by 2023. The TTARA proposal gives taxpayers more relief in the fiscal
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year 20201 2021 biennium, but the rate of growth for that relief slows in future years due
to reliance on recapture as a funding stream.

Option C: Share recapture plan. This plan would share recapture dollars with school
districts, taxpayers, and the state. The exact percentage that would flow to each group
would need to be further evaluated. Based on the initial data of dividing it equally would
result in lower funding to districts in outer years, which is not the objective of this plan.
This plan should be examined in additional detail to determine if there is a percentage
allocation that accomplishes the goals of the plan; which are improving funding,
improving equity and reducing recapture for school districts, reduce M&O tax rate for
homeowners and businesses and for the state to plug resources in where i t néesled
within the state budget.

Recommendation #25: The Commission recommends equitably distributing
constitutionally dedicated funds of the Available School Fund (ASF)

Portions of income from the Permanent School Fund distributed to the ASF are intended to be
provided to school districts on a per-student basis; however, not all districts equally benefit from
the ASF. For non-recapture districts, this money counts toward the total entitlement funding a
district receives. For recapture districts, the constitutional funds are often provided on top of the
locally generated entitlement funding and therefore subject to recapture which prevents some
districts from receiving all of their constitutional funding. To provide this funding more equitably,
all districts should receive ASF funding as the first method of finance before incorporating local
and other state revenues into the funding calculations.
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Section K: Additional recommendations

Beyond the above recommendations, we urge the legislature to seriously take under
consideration the following gener all2edacatmmmendat i o
system:

Recommendation #26: Provide sufficient funding (~$20 million per TEA) for
the state to pay for one in-school SAT, ACT, or TSIA optional assessment
for every student in Texas during high school

Recommendation #27

Consider amending high school graduation requirements to require the completion of either (1)
the FAFSA (for US citizens) or the Texas Application for State Financial Aid (TASFA) form (for
Noriega-eligible students); or (2) a district parental or guardian opt-out form indicating that the
parent does not wish to complete a FAFSA or TASFA (if the student is 18 or older, they may
complete the opt-out form themselves). In addition, the legislature should hear testimony and
consider legislation during the 2019 session regarding replicating the effectiveness of emerging
Promise efforts across Texas to significantly impact FAFSA completion and post-secondary
enrollment and persistence rates. Despite being the ninth-highest state in the country in the
percentage of students considered low-income, Texas FAFSA completion rates trail national
leading states such as Tennessee and Louisiana by almost 30 percent, leaving hundreds of
millions of unaccessed Pell grants and state aid on the table each year. In 20171 2-18, Louisiana
enacted this graduation requirement and saw (1) FAFSA completion rates spike to now lead the
nation at 83 percent (vs. 55 percent in Texas); and (2) saw no discernible decline in high school
graduation rates. The funds recommended in the CCM-R outcomes-based funding
(Recommendation #4) would provide the advising resources necessary for this support.

Recommendation #28: For districts providing a full-day preK program,
consider crediting the appropriate full-day attendance for purposes of
funding within the Foundation School Program.

If school districts opt to provide full-day preK for some or all of their students, their weighted
average daily attendance (WADA) calculation for Tier Il recapture purposes would reflect a full-
day allotment more reflective of their program expenditures.

Recommendation #29

Amend legislation to allow school reconstitution for public school elementary and middle school
campuses receiving &veyeérswth asohool tirvamund mragrane ¢ u

comparable to the Accelerating Campus Excellence program (ACE) in Dallas ISD (where better

educators have been purposely placed at the struggling campus) with the state providing
matching funds to reduce districtc 0 st s . Early |l earning is critical t
negative impact to a student of being within a highly challenged school for five straight years will

very likely never be overcome. The ACE program has shown tremendous success in allowing
elementary and middle schools to get off the state:i
multiple straight years (for example, preliminary data indicates that all 13 ACE elementary

campuses across Dallas ISD and Ft. Worth ISD met standard in their first year), and we believe

that the state should act with much more urgency on behalf of our younger learners if districts
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are not taking the necessary steps quickly to reconstitute highly challenged schools with more
effective experienced educators.

Recommendation #30

To reduce juvenile justice and prison recidivism and its associated costs, TEA should (1) amend

the accountability system to not penalize districts that help formerly incarcerated individuals

receive their high school diploma or GED; and (2) consider expanding Texas Challenge

Academy locations across the state (from their current single location serving only ~300

students ranging in age from 16 to 18 year olds who are current dropouts). By tenth grade, the

state will on average have investedmor e t han $100, 000 in a studentds
should invest more in getting them back on track. Every year at least 30,000 students fail to

graduate, representing a significant but recoverable drain on our educational outcomes with

smart, additional investment and system changes.

Recommendation #31: State funding should target professional
development training toward schools/districts willing to launch blended
learning models.

In a strategic implementation of the blended learning model, teachers are able to leverage
technology to diagnose current student content knowledged be it below, at, or above grade
leveld and to differentiate instruction for each student, leading to strong academic growth for all
learners.

Recommendation #32

Allow three- and four-year-old children of Texas public school educators to be eligible for free
public full-day preK funding to (1) increase the attraction and retention of working in public
education in Texas; and (2) increase the diversity of public school preK classrooms, which today
are principally limited to low-income and English language learner students. If a district is preK
classroom seat constrained, preference would be given to serving eligible preK children (due to
their low-income or English language learner status, etc.) first. The estimated cost of this
recommendation is roughly $50 million annually.
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Section L: Overview of potential revenue items for legislature
to consider

The Commission received reports suggesting a high likelihood that the state would receive a
significant influx of additional revenues from existing revenue streams (including the sales tax
and severance tax) for the upcoming biennium. To ensure long-term funding stability for the
education and tax reforms contemplated herein, the legislature should ensure that any revenue
streams dedicated toward these goals are sufficiently stable to meet the anticipated cost growth
in future biennia. Recommendations are based upon best data available.

Recommendation #33: Prioritize projected revenue growth to fund
education and property tax reforms

The Texas Comptroller of Public Accounts will be releasing the Biennial Revenue Report (BRE)
in January 2019 that will provide the exact amount of revenue available for allocation in the next
biennium. While no official estimates are available at the time of thi s r edpaétimgt irdosmal
estimates suggest substantial increases in available revenue since publication of the 2017 BRE.
Since January 2017, the Comptroller has increased the revenue estimate from $104.9 billion to
$110.2 billion in July 2018, a $5.3 billion increase. Sales tax revenue represents 58 percent of
all state tax collections, and have been trending in a positive direction during the last two fiscal
years. Historically state general revenue has grown an average of ten percent every biennium
since 200471 2005, and current trends indicate an increase of general revenue available for
budgeting for the next biennium.

The charts below show the amount of sales tax growth over the past two full fiscal years and the
beginning months of the current fiscal year:

Recommendation #34

Redirect a portion of severance taxes currently designated for the Economic Stability
Fund (ESF)(al so known as t he )gwrathegsowiiyaize offhe BESF aue to
unprecedented energy activity in the state, particularly in the Permian Basin. While oil prices
may fluctuate, the rate of growth in the Permian Basin is stable and will provide increased
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